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war Sir or Madam:

He havo considered your application for recognition of exempiion frem
fedoral income tax under section 501(¢c)(3) of the Internal Rovenun Coda.

The information sutmitted indicates that you were incorporated on
]

in the State of I 22 o nonprofit corpiration.
According to Article III of your articles, your purpose is to:

{(a) Maintain a payroll account for individuals eaployed in the theatei-
cal, motion picture and exhibition industry;

(b) ceive or ralse funds through duen, solicitation, borroming, or by
Rifva, legacies, devices, or any other lawful wmeans to accemplish
the purpoee of your corporation;

(.} Borrow money and to issue notes and other evidence of indcbtadness
and obligations from timwe to time for any lasiful puryone, and to
mortgage, pledge, and otherwice charge any or all of the progeriien,
righta, privileges and assots to secure the payment therecof o
acconplish your purpoues.

According 2o your 1023 applicatiom:
Your source of support is administrative overhead on payrolls:

You will distribute the not profit to I

Your statemnont cf revenue and expenses shoms the following sources
of support:

Hesbership f2en ‘Il porcont of support in D

Investoent inccmo (H percent of support in I

Other income (M percent of support in D

Cross receipts from admissions, sales of werchandise or services
(Il yercent of support in ‘
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Salzn-um and WAEOS i~ !!— {n. - which R -mtcont ot
©_yout total -expenses-in
Donations =~ $- 1n ., which 1s N porcont of your exjences;

‘ . . You had an oversall logs of g- 1h —'

. .ol

¥ . Ycu had losses in - -'tmd ﬁ uhioh ia before yo\\
incorporated

; . According to you: oorrespondence datod Wyour 501(e) () antd-

vities ars your profito which are put into [ mhalaruhip fund. Thene
. profits aro earned from the people who worK' at.the shows and conrerts.
. Your payroll service was organized when theé union mepbers and porait card

L, - . holdsrs had to mke over tho pog:gico uhon voriaiml sponsor pulled
* (43 tt ‘ v
- A ) v . - 3 » {3 ‘.,“‘5,. '.‘ X ‘1,-

alao nutoa t.hat.

) . ¥

.+ Your intention was ", .t0 kocp thone pecplo worklnu. "

The Qorreapondonce dated

.. Your financial sugport, 1s a.rrivad at by: charging -pon.ent atove the
. . payroll incurred. ShuWs/concerts dre. charged the payroll incurred plus
o ‘Ml yarcent, uhich 1s added to covor the administrative eXponsos, taxeo

1} ‘ ‘and any other chargoa that might oono mz‘ PO .
.- v N b ?
TR "~ Thore sre npproximtely -onployooa who .are mbors of your organiua-
I tion. Their union supplies the manpowor, and you work with tl.e show
S . 8ponsors to obtain the workers neaded.a ot ;? .

Only -mmbars aro patd a aalw to adnlniatar your. actnu.ica
: v ~  Snetion oOl( c) of the Code describea contnin ormmtima oxwprh £mm

A . Pedoral 1ncomo tax undor soction 501(8); @nd,madn} In-part, ax follows: -
. i q.v ” 'L AV ,,. ,
, "(3) Oor;oratlans, . !und, or’ {oundatic-n. organizad md opemted
i ©.oxclusively for religious;, charitablé; scientific,. ¥« ljterary, or. v
Slal M dueational purposes, or to foster mtionﬂ"or Adnternational amateur

oports competition (but only.if no pbr.t of dts activities iwvolved
the proviaion of athletic facilities o equifment), or for ‘the

prevention of cruelty to children or animals, no part<of tho ne:t .
carnings which inures to the benefit of,any private shareholder or

, « . indlvigual, no substantial part of the activities of which is
. earrying on propaganda,. or otherstise attempting, to $ufluence
L ose L legislation (except as otherwise provided in subsection (h)), and
e which doés not perticipate in, or intervene in (including the-.
Tow puhlishing or distributing of statements), any political cawraign

on bohalt of any candidate for publiﬂ ofﬂce.

. Scetion 1. ROl(c)(S) ~1(bYC1M (1) ¢ t.’ho Incoms. Tax Regulations pr(.vm»n
~+  that an organization iz organized exclusively for one or more cxempt

S .

2% T purpeses only if its Articles of Ormizauon -
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"(A) Limit the purposes of such: nraaniution to one br more exempt
muwposes, and

(B). Do no exprasaly empower the.organization to engage, otheruiss
than a8 an insubstantial art of 4ts activities, in activitios
which in themaelves are not in furtherance of one or more
exonpt partoaes.”

section L.501(e)(3)~1(c)(L) of tha Inoom Tax Regulations provides that.

An vrganization vill be mgnrdad un op&mtcd exilusively® for une
or mors eoxempt rurposss only 1f'4t engages primarily in artivition
which aceomplish one or wora of such exempt yurpoces specitled in
gection O0Y(e)(T). .7

Pection 1.8601(e)(3)-1(d) (L) 14) of the Inoome Tax Repulst.ions provider
that all the crganizations there dencribed muat srrve A Juablie pathsp
than a private interoast.

Sectiun 1.501(0)(3)-1 of the regulstions provides, in port, as folliwa:
i LI )
“{a)(1)In order to beé exempt &8 an organization deacribed in
nantion 601(2)(3), an organization miat be both organizsd and
operated exclusively for one or more of the pirpaossa armcelfied iy
such section. If an organization fails to meet alither the ovynn
{isational teat or the operational tast, it is nt exempr.”

(Y Charitable defined. The term “chavitable” ia uasd in sectis~n
Sol{ a3 in Lts generally accopted logal sence and ia, the wfnre, 1. to
be construed as limited by the ceparate emwmaration In section 5M1ic i 3)
ol othee tax exempt purposes which may fall within the broad cuatlines of
"¢harity” as developed by judicial decisions. Buch term includes:

Relicf of the poor and distressed vr of the underprivilegod; advancemen®
of roligion;: advancement of education oe acience; arscticonor maint rance
of public tuildings. monumenta, or works: lessening of ths burdens of
Governsent; and promotion of social walfare by arganicationz denimned Lo
accomplish any of the above puiposes, or (1) t¢ lsscen neighborhoad
tensiona; (i1) to eliminaty prejudice and dieceiminetion; (1it: - defend
hman and civil righta racored by law: or (iv) to combit commuandity deter
foration and Juvenile Jdelinquency.” .

Section 1.601(0)(3)~1(e) of the Income Tax Regulationn ataies in part
that an organization which is organized and operated fur the primury
parpuas of cacrying on an unrelatad trade or tusinmen 15 net czempt wiine
ascticn 501(c () aven tnough 1L haz certain religious pucpeea, its
projoecty 18 held in common, and its profits do not immee ¢t tha benafit
of individual membera of the crgamization.

Soction L02(a) of the Internsl Revenue Code statea that on urganizaticn
operated for the primary purpose of carrying on a trade or busineas for
profit shall £ot be oxempt from taxation under saction £01 om the ground



"tha all of its profits are pavable to one or more organizations exempt
, Yrom t%;atiqp under section 501, : : .
Section 1. 502—1(&) of the Income Tax Regulations statea that in the case

of an organization rperated for the primary pirrose of carrying on a

trade or business for profit, exemption is not aliowed under section 501

on the ground that all the profita of such organization are payable to

one or more orgunizations exempt from taxation under section 501. [t

gnes on to atate that in dotermining the primary purpcse of an organiza-

tion, all the circumstances must be considered, including the aize and

oxtent of the trade or business and the size and extent of those activi-

ties of such organization which are specified in the applicable para-
graph of section 501.

According to the Revenue Ruling 73-164, 1973-1 C.B. 223. a church-con-

trolled commercial yrinting soryorat iom whoge buginess carninmga wre joaiddd

pariodically to the church. but which has no other signitic art hLarisal )

. activities, {s a fecder crganization uc described in aection LOL . 11p-
) Tode and does not qualife for o oaption ander aection SO0

In thee =ourt case Help thie Cldldeen, Inc. yE. Comhiasione . < T e
P1057) . a nonprofit arganication conducted bingo pames to vorey w0 Lt
charitaeble parpees. 1t Charituble purpose was the diatribution ot Dul
t charity.,  The orpanieaicn dizveibated 9,10 peeosnt of (to o
reronue te charitabie organizations in one year, and 0.450 jercent th.-
. next yoar. The court held that the organization was not entitlned to IRC
Ay W e it o o e vt et jerate an chamtr e o .,
ol ahd atE prae T Lt A the preet (el e e S O
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similar tc the organizaticn Jdesreribed in the Rﬂvenua kKuling 7 e

Accordingly. it is held 1. vou ate pot entitied o exenption 1o m
Federal inoome LAR a3 an  toanization desceribed o ooty b :
the Sede, and you are re,cired to file Pederal incoms tax o turas o Foo
1120.
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ncluaions, yau may, within 30 dagﬁ' "
n duplicate a brief of the ie«.t@, 1,
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